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Title  20 — Employees’  Benefits 

CHAPTER  III — SOCIAL  SECURITY  ADMIN¬ 
ISTRATION.  DEPARTMENT  OF  HEALTH, 

EDUCATION,  AND  WELFARE 

(Regs.  No.  5,  further  amended] 

PART  405 — FEDERAL  HEALTH  INSUR¬ 
ANCE  FOR  THE  AGED  AND  DISABLED 

Institutional  Planning  as  a  Condition  of 
Participation  in  Medicare 

On  August  12,  1974,  there  was  pub¬ 
lished  in  the  Federal  Register  (39  FR 
28903)  a  notice  of  proposed  rule  making 
with  proposed  amendments  to  Subparts 
J,  K,  L,  and  S  of  Regulations  No.  5  (20 
CFR  Part  405),  regarding  implementa¬ 
tion  of  section  234  of  Pub.  L.  92-603  (86 
Stat.  1412)  entitled  “Institutonal  Plan¬ 
ning  Under  Medicare.”  Interested  par¬ 
ties  were  given  imtil  September  11,  1974, 
to  submit  written  comments  or  sugges¬ 
tions  thereon.  Comments  and  suggestions 
received  thereto  and  changes  in  the  pro¬ 
posed  amendments  are  summarized 
below. 

The  substantive  comments  received 
recommended  that:  (1)  the  preamble 
to  the  proposed  regulations  should  be 
changed  to  encourage  providers  to  seek 
consultation  with  the  ofBcially  consti¬ 
tuted,  designated  State  and  areawide 
comprehensive  health  planning  agencies 
rather  than  put  the  onus  on  the  plan¬ 
ning  agencies  to  initiate  consultation; 
(2)  since  there  is  no  statutory  relation¬ 
ship  between  section  234  (Institutional 
planning)  of  Pub.  L.  92-603  and  section 
221  limitation  on  federal  participation 
for  capital  expenditures)  of  Pub.  L.  92- 
603,  the  preamble  should  be  changed  to 
eliminate  any  reference  that  Implies  that 
such  a  relationship  exists;  (3)  there 
should  be  a  more  precise  definition  of 
what  constitutes  a  capital  expenditure 
plan;  (4)  hospitals  and  home  health 
agencies  participating  in  the  Medicare 
program  should  be  required  to  submit 
their  operating  budget  and  capital  ex¬ 
penditure  plan  to  the  designated  State 
and  areawide  health  planning  agencies 
for  review  and  approval;  (5)  Joint  Com¬ 
mission  on  Accreditation  of  Hospitals 
(JCAH)  and  American  Osteopathic  As¬ 
sociation  (AOA)  accredited  hospitals 
should  be  deemed  in  compliance  with  the 
institutional  planning  requirement;  and 
(6)  since  hospitals  are  not  capable  of 
developing  a  3 -year  capital  expenditure 
plan,  a  1-year  plan  would  be  more  appro¬ 
priate. 

The  first  two  of  these  comments  deal 
with  the  preamble  to  the  earlier  notice 
of  proposed  rule  making;  they  do  not 
relate  to  any  of  the  substance  of  the  reg¬ 
ulation.  The  comments  refiect  that  un¬ 
intended  inferences  were  drawn  from  the 
preamble.  It  was  neither  Intended  that 
planning  agencies  be  obliged  to  Initiate 
consultation  contacts  with  providers  nor 
that  providers  be  obliged  to  submit  their 
institutional  plans  for  planning  agency 
review.  Nor  was  It  intended  to  link  ad¬ 
ministration  of  the  Institutional  plan¬ 
ning  amendment  to  administration  of 
the  separate  amendment  calling  for  a 


limitation  on  federal  participation  for 
capital  expenditures  when  such  expend¬ 
itures  meet  disapproval  by  the  planning 
agencies.  The  preamble  to  the  earlier  no¬ 
tice  Intended,  expressly,  to  note  the  dif¬ 
ference  between  the  two  provisions  but 
to  stress  that  providers  are  expected  to 
devise  institutional  plans  which  are  real¬ 
istic  in  the  sense  of  being  compatible 
with  what  the  other  amendment  may  re¬ 
quire.  In  pursuit  of  this  compatibility, 
providers  were  adised  that  they  wre  free 
to  consult  with  the  designated  compre-^ 
hensive  health  planning  agencies  which 
take  part  in  administering  the  other 
amendment.  These  comments  require  no 
change  in  the  reerulation. 

The  third  comment  indicates  that  a 
more  specific  definition  of  a  capital  ex¬ 
penditure  plan  is  desired.  We  have  mod¬ 
ified  the  regulations  to  more  particularly 
define  “capital  expenditure”  to  enable 
providers  to  know  what  expenditures  are 
to  be  included  in  the  plan. 

The  following  summarizes  those  sub¬ 
stantive  comments  that  were  not  ac¬ 
cepted: 

(1)  The  suggestion  that  Medicare  pro¬ 
viders  be  required  to  submit  their  oper¬ 
ating  budgets  and  capital  expenditure 
plans  for  review  and  approval  to  desig¬ 
nated  State  and  areawide  health  plan¬ 
ning  agencies  was  not  accepted  because 
of  express  Congressional  intent  that 
neither  the  government  nor  any  of  its 
agencies  review  any  operating  budget  or 
capital  expenditure  plan  for  substance. 
The  intent  of  Congress  was  to  assure  that 
Medicare  providers  carry  on  budgeting 
and  planning  on  their  own. 

(2)  The  suggestion  that  ho^itals  ac¬ 
credited  by  the  Joint  Commission  on 
Accreditation  of  Ho^ltals  or  the  Amer¬ 
ican  Osteopathic  Association  should  be 
deemed  in  compliance  with  the  institu¬ 
tional  planning  requirements  was  not 
accepted.  Secticxi  234(h)  of  Pub.  L.  92- 
603  added  to  sectlcm  1865  of  the  Social 
Security  Act  the  provision  that  hospitals 
accredited  by  the  Joint  Commission  on 
Accreditation  of  Hospitals  (JCAH) 
would  not  be  deemed  to  meet  the  re¬ 
quirement  relating  to  Institutional  plan¬ 
ning.  The  legislative  history  also  clearly 
indicates  that  JCAH  hospitals  would  be 
required  to  meet  the  requirements  relat¬ 
ing  to  institutional  planning.  While 
JCAH  hospitals  are  deemed  to  meet 
health  and  safety  requirements  which 
JCAH  also  requires,  JCAH  does  not  re¬ 
quire  the  maintenance  of  an  institutional 
plan  SIS  a  condition  of  su:creditatlon.  Also, 
AOA  does  not  require  the  maintenance 
of  such  a  plan  as  a  condition  of  accredi¬ 
tation. 

(3)  We  do  not  agree  that  providers  do 
not  have  the  capcusity  to  prepare  a  S-yesu* 
{dan  for  csipital  expenditures.  In  any 
case,  the  statute  specifically  requires  that 
a  hospital,  skilled  nursing  facility,  or 
home  health  agency  have  a  capital  ex¬ 
penditure  plan  for  at  least  a  3-year  pro¬ 
spective  period. 

Various  editorial  changes  have  be^ 
made  for  the  purpose  of  clarity. 


Except  for  the  changes  noted  above, 
the  amendments  are  adopted  as  pro¬ 
posed.  ' 

(Secs.  1102,  1861  (z) ,  and  1871,  48  Stat.  647,  as 
amended,  86  Stat.  1413,  and  79  Stat.  331;  (42 
UJS.C.  1302,  1396x(z),  and  1396hh)) 

Effective  date.  These  amendments  shall 
be  effective  on  July  7, 1975. 

(Catalog  of  Federal  Domestic  Assistance  Pro¬ 
gram  No.  13.800,  Health  Insurance  for  the 
Aged — Hospital  Insiirance.) 

Dated:  April  25,  1975. 

J.  B.  Cardwell, 

Commissioner  of  Social  Security. 

Approved:  May  22, 1975. 

Caspar  W.  Weinberger, 

Secretary  of  Health, 

Education,  and  Welfare. 

Regulations  No.  5  of  the  Social  Secur¬ 
ity  Administration  (20  CFR  PART  405) 
is  further  amended  as  set  forth  below, 

1.  Section  405.1021  is  amended  by  de¬ 
leting  paragraph  (i)  (3)  and  by  adding  a 
new  paragraph  (J)  to  read  as  follows: 

§  405.1021  Condition  of  participation- 
governing  body. 

•  *  •  •  • 

(j)  Standard:  Institutional  planning. 
The  hospital,  under  the  direction  of  the 
governing  body,  prepares  an  overall  plan 
and  budget  which  provides  for  an  annual 
operating  budget  and  a  capital  expendi¬ 
ture  plan. 

(1)  Annual  operating  budget.  There  is 
an  annual  operating  budget  which  in¬ 
cludes  all  anticipated  Income  and  ex¬ 
penses  related  to  items  which  would, 
tmder  generally  accepted  accounting 
principles,  be  considered  Income  and  ex¬ 
pense  itons  (except  that  it  is  not  re¬ 
quired  that  there  be  prepared,  in  con¬ 
nection  with  any  budget,  an  item  by  item 
identification  of  the  components  of  each 
type  of  anticipated  income  or  expense). 

(2)  Capital  expenditure  plan,  (i)  There 
is  a  capital  expenditure  plan  for  at  least 
a  3-year  period  (including  the  year  to 
which  the  operating  budget  described  in 
paragrraph  (J)(l)  of  this  section  is  ap¬ 
plicable)  ,  which  includes  and  Identifies  in 
detail  the  anticipated  sources  of  financ¬ 
ing  for,  and  the  objectives  of,  each  antici¬ 
pated  expenditure  in  excess  of  $100,000 
for  items  which  would,  under  generally 
accepted  acooimtlng  principles,  be  con¬ 
sidered  capital  items.  In  determining  if 
a  single  capital  expenditure  exceeds 
$100,000,  the  cost  of  studies,  surveys,  de¬ 
signs,  plans,  working  drawings,  specifi¬ 
cations.  and  other  activities  essential  to 
the  acquisition,  improvement,  moderni¬ 
zation,  expansion,  or  replacement  of 
land,  plant,  building,  and  equipment  are 
included.  Expendltiires  directly  or  in¬ 
directly  related  to  capital  expenditures, 
such  as  grading,  paving,  broker  commis¬ 
sions.  taxes  assessed  during  the  construc¬ 
tion  period,  and  costs  involved  in  de¬ 
molishing  or  razing  structures  on  land 
are  also  included.  Transactions  which 
are  separated  in  time  but  are  components 

an  overall  plan  or  patient  care  objec- 
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live  are  viewed  In  their  entirety  without 
regard  to  their  timing.  Other  costs  re¬ 
lated  to  coital  expenditures  Include  title 
fees,  permit  and  license  fees,  broker  com¬ 
missions,  architect,  legal,  accounting, 
and  appraisal  fees;  interest,  finance,  or 
carrying  charges  on  bonds,  notes  and 
other  costs  incurred  for  borrowing  fimds. 

(11)  If  the  anticipated  source  of  such 
financing  is,  in  any  part,  the  anticipated 
reimbursement  from  title  V  (Maternal 
and  Child  Health  and  Crippled  Children’s 
Services)  or  title  XVIII  (Health  Insur¬ 
ance  for  the  Aged  and  Disabled)  or  title 
XIX  (Orants  to  States  for  Medical  As¬ 
sistance  Programs)  of  the  Social  Secmlty 
Act,  the  plan  states- 

(a)  Whether  the  proposed  capital  ex¬ 
penditure  Is  required  to  conform,  or  Is 
likely  to  be  required  to  conform,  to  cur¬ 
rent  standards,  criteria,  or  plans  devel¬ 
oped  pursuant  to  the  Public  Health  Serv¬ 
ice  Act  or  the  Mental  Retardation  Facili¬ 
ties  and  Conununlty  Mental  Health  Cen¬ 
ters  Construction  Act  of  1963,  to  meet  the 
need  for  adequate  health  care  facilities  In 
the  area  covered  by  the  plan  or  plans  so 
devel(^)ed; 

(b)  Whether  a  capital  expendltiu^  pro¬ 
posal  has  been  submitted  to  the  desig¬ 
nated  planning  agency  for  approval  pur¬ 
suant  to  section  1122  of  the  Social 
Security  Act  (42  U.S.C.  1320a-l)  and  Im¬ 
plementing  regulations. 

(c)  Whether  the  designated  planning 
agency  has  approved  or  disapproved  the 
proposed  capital  expenditure  If  It  has 
been  so  presented. 

(3)  Preparation  of  plan  and  budget. 
The  overall  plan  and  budget  Is  prepared 
under  the  direction  of  the  governing  body 
of  the  hospital  by  a  committee  consisting 
of  representatives  of  the  governing  body, 
the  administrative  staff,  and  the  medical 
staff  of  the  hospital. 

(4)  Annual  review  of  plan  and  budget. 
The  overall  plan  and  budget  Is  reviewed 
and  updated  at  least  annually  by  the 
committee  referred  to  in  paragraph 
(J)  (3)  of  this  section  under  the  direction 
of  the  governing  body  of  the  hospital. 

2.  Section  405.1121  is  amended  by  re¬ 
vising  the  Introductory  material  and 
paragraph  (f)  to  read  as  follows: 

§  405.1121  Conditions  of  participation- 
governing  body  and  management. 

The  skilled  nursing  facility  has  an  ef¬ 
fective  governing  body,  or  designated 
persons  so  ftmctlonlng.  with  full  legal 
authority  and  responsibility  for  the  oper¬ 
ation  of  the  facility.  The  governing  body 
adopts  and  enforces  rules  and  regtila- 
tlons  relative  to  health  care  and  safety 
of  patients,  to  the  protection  of  their 
personal  and  property  rights,  and  to  the 
general  operation  of  the  facility. 

•  •  •  •  • 

(f)  Standard:  Institutional  planning. 
The  skilled  nursing  facility,  under  the 
direction  of  the  governing  body,  prepares 
an  overall  plan  and  budget  which  pro¬ 
vides  for  an  annual  operating  budget 
and  a  capital  expenditure  plan. 

(1)  Annual  operating  budget.  There 
Is  an  annual  operating  budget  which  in¬ 
cludes  all  anticipated  income  and  ex¬ 
penses  related  to  items  which  would. 


under  generally  accepted  accoimtlng 
principles,  be  considered  Income  ahd  ex¬ 
pense  Items  (except  that  It  Is  not  re¬ 
quired  that  there  be  prepared.  In  con¬ 
nection  with  any  budget,  an  item  by  item 
identification  of  the  components  of  each 
type  of  anticipated  Income  or  expense) . 

(2)  Capital  expenditure  plan.  (1) 
There  is  a  capital  expenditure  plan  for 
at  least  a  3 -year  period  (Including  the 
year  to  which  the  operating  budget  de¬ 
scribed  in  paragraph  (f)  (1)  of  this  sec¬ 
tion  is  applicable),  which  includes  and 
identifies  in  detail  the  anticipated 
sources  of  financing  for,  and  the  objec¬ 
tives  of,  each  anticipated  expenditure  In 
excess  of  $100,000  for  items  which  would, 
imder  generally  accepted  accounting 
principles,  be  considered  capital  items.  In 
determining  If  a  single  capital  expendi¬ 
ture  exceeds  $100,000,  the  cost  of  studies, 
surveys,  designs,  plans,  woi^lng  draw¬ 
ings,  specifications  and  other  activities 
essential  to  the  acquisition,  improvement, 
modernization,  expansion,  or  replace¬ 
ment  of  land,  plant,  building,  and  equip¬ 
ment  are  Included.  Expenditures  directly 
or  indirectly  related  to  capital  expendi¬ 
tures.  such  as  grading,  paving,  brewer 
commissions,  taxes  assessed  during  the 
construction  period,  and  costs  Involved 
In  demolishing  or  razing  structures  on 
land  are  also  included.  Transactions 
which  are  separated  In  time  but  are  com¬ 
ponents  of  an  overall  plan  or  patient  care 
objective  are  viewed  In  their  entirety 
without  regard  to  their  timing.  Other 
costs  related  to  capital  expendltm’es  In¬ 
clude  title  fees,  permit  and  license  fees, 
broker  commissions,  architect,  legal,  ac¬ 
counting,  and  appraisal  fees;  Interest, 
finance,  or  carrying  charges  on  bonds, 
notes  and  other  costs  incurred  for  bor¬ 
rowing  funds. 

(11)  If  the  anticipated  source  of  such 
financing  is.  In  any  part,  the  anticipated 
relmbiursement  from  title  V  (Maternal 
and  Child  Health  and  Crippled  Chil¬ 
dren’s  Services)  or  title  XVUI  (Health 
Insurance  for  the  Aged  and  Disabled) 
or  title  XIX  (Orants  to  States  for  Med¬ 
ical  Assistance  Programs)  of  the  Social 
Security  Act,  the  plan  states: 

(a)  Whether  the  proposed  capital  ex¬ 
penditure  is  required  to  conform,  or  Is 
likely  to  be  required  to  conform,  to  cur¬ 
rent  standards,  criteria,  or  plans  devel¬ 
oped  pursuant  to  the  Public  Health  Serv¬ 
ice  Act  or  the  Mental  Retardation  Facil¬ 
ities  and  Community  Mental  Health  Cen¬ 
ters  Construction  Act  of  1963,  to  meet 
the  need  for  adequate  health  care  facil¬ 
ities  In  the  area  covered  by  the  plan  or 
plans  so  developed; 

(b)  Whether  a  capital  expendltiure  pro¬ 
posal  has  been  submitted  to  the  desig¬ 
nated  planning  agency  for  iqiproval  pur¬ 
suant  to  section  1122  of  the  Social  Se¬ 
curity  Act  (42  n.S.C.  1320a-l)  and 
Implementing  regulations. 

(c)  Whether  the  designated  planning 
agency  has  approved  or  disapproved  the 
proposed  capital  expenditure  If  It  has 
been  so  presented. 

(3)  Preparation  of  plan  and  budget. 
The  overall  plan  and  budget  is  prepared 
under  the  direction  of  the  governing 
body  of  the  skilled  nursing  facility  by  a 


committee  consisting  of  representatives 
of  the  governing  body,  the  administra¬ 
tive  staff,  and  the  medical  staff  (or  chief 
medical  officer,  or  patient  care  policies 
advisory  group  as  described  in  i  405.1122 
(a) )  of  the  skilled  nxirslng  facility. 

(4)  Annual  review  of  plan  and  budget. 
The  overall  plan  and  budget  Is  reviewed 
and  updated  at  least  annually  by  the 
committee  referred  to  in  paragraph  (f) 
(3)  of  this  section  imder  the  direction  of 
the  governing  body  of  the  skilled  nursing 
facility. 

3.  Section  405.1221  is  amended  by  add¬ 
ing  a  new  paragraph  (1)  to  read  as  fol¬ 
lows: 

§  405.1221  Condition  of  participation- 
organization,  services,  administra¬ 
tion. 

•  *  •  •  • 

(1)  Standard:  Institutional  planning. 
The  home  health  agency,  under  the  di¬ 
rection  of  the  governing  body,  prepares 
an  overall  plan  and  budget  which  pro¬ 
vides  for  an  annual  operating  budget  and 
a  capital  expenditure  plan. 

(1)  Annual  operating  budget.  There  Is 
an  annual  operating  budget  which  in¬ 
cludes  all  anticipated  Income  and  ex¬ 
penses  related  to  items  which  would, 
under  generally  accepted  accounting 
principles,  be  considered  Income  and  ex¬ 
pense  Items  (except  that  it  Is  not  re¬ 
quired  that  there  be  prepared.  In  con¬ 
nection  with  any  budg^,  an  item  by  item 
Identification  of  the  components  of  each 
type  of  anticipated  income  or  expense). 

(2)  Capital  expenditure  plan.  (1) 
There  is  a  capital  expenditure  plan  for 
at  least  a  3 -year  period  (Including  the 
year  to  which  the  operating  budget 
described  in  paragraph  (1)(1)  of  this 
section  is  applicable) ,  which  Includes  and 
identifies  in  detail  the  anticipated 
sources  of  financing  for,  and  the  objec¬ 
tives  of,  each  anticipated  expenditure  in 
excess  of  $100,000  for  items  which  would, 
under  generally  accepted  accounting 
principles,  be  considered  capital  items. 
In  determining  if  a  single  capital  expen¬ 
diture  exceeds  $100,000,  the  cost  of 
studies,  surveys,  designs,  plans,  working 
drawings,  specifications,  and  other  ac¬ 
tivities  essential  to  the  acquisition,  im¬ 
provement,  modernization,  expansion,  or 
replacement  of  land,  plant,  building,  and 
equipment  are  Included.  Expenditures 
directly  or  Indirectly  related  to  capital 
expenditures,  such  as  grading,  paving, 
broker  cominlsslons,  taxes  assessed  dur¬ 
ing  the  construction  period,  and  costs 
Involved  in  demolishing  or  razing  struc¬ 
tures  on  land  are  also  Included.  Trans¬ 
actions  which  are  separated  In  time  but 
are  components  of  an  overall  plan  or 
patient  care  objective  are  viewed  In  their 
entirety  without  regard  to  their  timing. 
Other  costs  related  to  capital  expendi¬ 
tures  include  title  fees,  permit  and  li¬ 
cense  fees,  broker  commissions,  archi¬ 
tect,  legal,  accoimtlng,  and  appraisal 
fees;  Interest,  finance,  or  carrying 
charges  on  bonds,  not^  and  other  costs 
Incurred  for  borrowing  funds. 

(11)  If  the  anticipated  source  of  such 
financing  Is,  in  any  part,  the  anticipated 
reimbursement  from  title  V  (Maternal 
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and  Child  Health  and  Crippled  Chil¬ 
dren’s  Services)  or  title  XVIII  (Health 
Insurance  for  the  Aged  and  Disabled) 
or  title  XIX  (Grants  to  States  for  Medi¬ 
cal  Assistance  Programs)  of  the  Social 
Security  Act.  the  plan  states: 

(a)  Whether  the  propKwed  capital  ex¬ 
penditure  is  required  to  conform,  or  is 
likely  to  be  required  to  conform,  to  cur¬ 
rent  standards,  criteria,  or  plans  devel¬ 
oped  pursuant  to  the  Public  Health  Serv¬ 
ice  Act  or  the  Mental  Retardation  Facili¬ 
ties  and  Community  Mental  Health 
Centers  Construction  Act  of  1963,  to  meet 
the  need  for  adequate  health  care  facili¬ 
ties  in  the  area  covered  by  the  plan  or 
plans  so  developed; 

(b)  Whether  a  csqiital  expenditure 
proposal  has  been  submitted  to  the  desig¬ 
nated  planning  agency  for  approval  pur¬ 
suant  to  section  1122  of  the  ^cial  Secu¬ 
rity  Act  (42  U.S.C.  1320a-l)  and  imple¬ 
menting  regulations;  and 

(c)  Whether  the  designated  planning 
agency  has  approved  or  disapproved  the 
proposed  capital  expenditure  if  it  has 
been  so  presented. 

(3)  Preparation  of  plan  and  budget. 
The  overall  plan  and  budget  is  prepared 
under  the  direction  of  the  governing 


body  of  the  home  health  agency  by  a 
committee  consisting  of  representatives 
of  the  governing  body,  the  administra¬ 
tive  staff,  and  the  medical  staff  (if  any) 
of  the  home  health  agency. 

(4)  Annual  review  of  plan  and  budget. 
The  overall  plan  and  budget  is  reviewed 
and  updated  at  least  annually  by  the 
committee  referred  to  in  paragraph 
(i)  (3)  of  this  section  under  the  direction 
of  the  governing  body  of  the  home  health 
agency. 

4.  Section  405.1901  is  amended  by  re¬ 
vising  paragraph  (b)  to  read  as  follows: 

§  405.1901  The  certification  process. 

•  •  •  •  • 

(b)  Hospitals  currently  accredited  by 
the  Joint  Commission  on  Accreditation  of 
Hospitals  (JCAH)  or  by  the  American 
Osteopathic  Association  (AOA)  are 
deemed  to  meet  all  of  the  conditions  of 
participation,  except  the  requirements 
for  utilization  review  as  described  in  sec¬ 
tion  1861(e)(6)  and  the  institutional 
planning  requirements  as  described  In 
section  1861  (z)  of  the  Act  and  any  stand¬ 
ard  promulgated  by  the  Secretary  which 
Is  higher  than  the  requirements  for  ac¬ 
creditation  as  specified  in  section  1861 


(e)  (9)  of  the  Act,  and,  in  the  case  of 
tuberculosis  and  psychiatric  hospitals, 
the  additional  sta^g  and  medical  rec¬ 
ords  requirements  considered  necessary 
for  the  provision  of  intensive  care.  Not¬ 
withstanding  that  a  hospital  is  accred¬ 
ited  by  the  JCAH  or  the  AOA,  it  may 
be  subject  to  a  survey  by  State  and/or 
Federal  survey  personnel.  In  such  cases 
a  copy  of  the  latest  JCAH  or  AOA  survey 
report  will  be  released  to  the  Secretary 
(on  a  confidential  basis)  with  the  hos¬ 
pital’s  concurrence.  If  the  hospital  de¬ 
clines  to  authorize  such  release,  it  will 
lose  its  deemed  status  and  will  be  subject 
to  the  regular  State  agency  survey  pro¬ 
cedure.  Such  surveys  will  be  cmiducted 
on  a  sample  basis  to  validate  the  JCAH 
and  AOA  accreditation  process  or  in  re¬ 
sponse  to  substantial  allegations  or  evi¬ 
dence  of  a  condition  adverse  to  the  health 
and  safety  of  patients  in  an  accredited 
hospital.  If  such  a  survey  reveals  non- 
compliance  wltii  Mie  or  more  of  the  con¬ 
ditions  of  participation  established  in  or 
pursuant  to  title  XVm  of  the  Act,  the 
hospital  must  come  into  compliance  with 
such  condition (s) . 
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